





The nest of building blocks on the cover 
symbolizes the unity and common 
foundation of all divisions of the 
Zale Corporation. The expanded blocks 
at the right symbolize Zale's growth — 
many divisions with a high degree of 
individuality and autonomy, yet all 
integral to the success of the parent 
corporation. From its beginning in retail 
jewelry, Zale has diversified into the 
drug store field; general soft goods 
retailing; military post exchange market; 
and wholesale toys. 
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HIGHLIGHTS 


FISCAL YEAR ENDED MARCH 31 



1967 


1966 

Percent 
of Increase 

Net Sales . 

$209,591,112 
$ 11,682,100 
$ 1.91 

$177,709,359 

18 

Net Income. 

$ 

9,559,180 

1.58 

22 

Per Share* . 

$ 

21 

Cash Dividend on Common Stock. 

$ 2,386,015 

$ .68 

$ 

1,959,595 

.54 

22 

Per Share* . 

$ 

26 

Stockholders' Equity . 

$ 71,781,573 
$ 11.09 

6,026,060 
674 

$ 

60,859,606 

9.41 

18 

Ppr Sharp nf Common Stork*. 

$ 

21 

Common Shares Outstanding* . 

5,937,440 

604 

1 

Number of Stores . 


12 

Number of Employees . 

8,674 


8,114 
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*Based on shares outstanding at the end of each year, adjusted for subsequent stock dividends and splits. 


NET SALES 



NET INCOME 



NET INCOME PER SHARE OF COMMON STOCK 
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REPORT TO SHAREHOLDERS 



The Zale Corporation in the fiscal year ended March 31, 1967, 
experienced exceptional growth and progress. It recorded general im¬ 
provement in earnings; important advances in acquisitions; and ex¬ 
pansion of supply lines. 

Sales exceeded the $200 million level for the first time. This is 
the eleventh consecutive year since we became a publicly held com¬ 
pany that we have had a substantial increase in sales. Profits set a 
record for the sixth consecutive year and the tenth time in 11 years. 
Cash dividends paid to shareholders advanced to a new high. The 
number of stores in operation continued the unbroken uptrend to 
reach an all-time peak of 674 at the end of the fiscal year. The num¬ 
ber of employees also advanced for the eleventh time. Right on down 
the line the pattern displayed progress. 

Fiscal 1967 was truly a high-water mark for your company. 

SALES, EARNINGS HIT PEAK 

It was a year in which we diversified into general merchandise 
and the military post exchange markets with the acquisition of 
Levine's, Inc., and Harry Sugerman, Inc. With business strong in the 
jewelry and drug field, plus the addition of these two fine companies, 
sales in fiscal 1967 totaled $209,591,112, a gain of 18 per cent over 
the $177,709,359 of the previous year. 

Net income climbed 22 per cent to $11,682,100, equivalent to 
$1.91 a common share, compared with the $9,559,180, or $1.58 a com¬ 
mon share, reported for fiscal 1966. All financial and operating data 
in this report have been adjusted to reflect the merger with Levine's, 
Inc. 

Total stockholders' equity in Zale Corporation mounted to 
$71,781,573, or $11.09 a common share, more than double their 
equity at the beginning of the 1960 decade. And the return on 
investment, calculated on stockholders' equity for the prior year, was 
19.2 per cent, one of the best returns in the retailing business. 

LEVINE MERGER BIGGEST DEVELOPMENT 

The most important single development of the past fiscal year 
was the merger on December 29 of Levine's, Inc., into Zale Corpora¬ 
tion as the Levine Department Store Division. This was our second 


major diversification outside the jewelry field. The first move, as 
reported in last year's annual report, was the acquisition in July, 
1965, of what is now our Skillern Drug Store Division. 

In acquiring Levine's, we gained entry into the junior depart¬ 
ment store trade with 115 stores, and a strong management team 
with which we had been in close contact for many years. The first 
Zale store and the second Levine's store are located in Wichita Falls, 
Texas. 


BENEFITS ALREADY APPARENT 

Even though Levine's has been a part of Zale Corporation such 
a short time, it is clear that the merger was of considerable benefit 
to the corporation. Levine's had been a consistently profitable opera¬ 
tion, and it contributed significantly to both sales and earnings in 
fiscal 1967. Several programs have been initiated, and others are in 
the planning stage, to further improve the profitability of this divi¬ 
sion. 

A noticeable change already has taken place in the quality and 
variety of merchandise in many stores. The division is expanding its 
purchasing organization and buying more of its merchandise directly 
from the manufacturers. It is dealing directly with primary supply 
sources around the world, using some existing Zale contacts initially. 
Levine's advertising is being refined and given a new, more sophisti¬ 
cated fashion appearance. 

In what could be the forerunner of a carriage-trade group of 
stores within the Levine division, we recently acquired the Boston 
Store in Denton, Texas. This major department store will continue to 
operate under its original name and within its established traditions. 
Another innovation for Levine's is a specialty shoe store in Dallas to 
be called Shoe World, scheduled for opening in June. Shoes have 
long been a major source of sales and income for Levine's. 

We are progressively improving the appearance and design of 
Levine stores. Many of the new units are considerably larger than 
older stores. Where practical, we are modernizing and expanding 
existing units. In what must be labeled at the moment as an experi¬ 
ment, we have divided one of our larger Skillern drug stores and in¬ 
stalled a new Levine store in it. Each unit has its own street entrance 
and there is a passageway between them. If this proves as successful 
as initial experience indicates, we will consider similar moves in 
other large drug stores. 

ZALE NOW IN POST EXCHANGE MARKET 

In acquiring Harry Sugerman, Inc. last September, we ended a 
long-time search for the most effective means of entering the huge 
military post exchange market. This company, operating as a sub¬ 
sidiary of Zale Corporation, manufactures and distributes SUSCO 
brand military insignia, accessories, and jewelry to post exchanges in 
the Southwest and overseas. Its volume has doubled in the past two 
years, and we anticipate further gains this year. We will add fine 
jewelry to its line of products. In addition, Sugerman will enhance 
its competitive position through the use of Zale's buying resources 
and computer facilities to provide post exchange customers with 
merchandising information not available from some suppliers. The 
company continues to operate out of its San Antonio, Texas, facil¬ 
ities. 


NUMBER OF STORES UP SHARPLY 

Fiscal 1967 was equally noteworthy because of our geographic 
diversification. We opened 84 new stores in 27 states, including our 
first two Zale stores in Hawaii and our first Fine Jewelers Guild store 
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in Alaska. By divisions, there were 36 new Zale stores; 12 Fine 
Jewelers Guild stores; 23 leased departments; 3 Skillern drug stores, 
and 10 Levine units. 

Texas led the list with 32 openings, followed by California with 
eight and Ohio and North Carolina with four each. While we con¬ 
tinue to look for profitable opportunities in new markets, we are 
aware of the need for improving our position in areas where we are 
already established. We feel that our existing markets alone require 
between 50 and 75 new stores a year. We already have 78 new stores 
scheduled to open during fiscal 1968. 

However, success is not based alone on opening new stores. It is 
equally important to know when to close them. We recognize that 
conditions influencing a particular store's profitability can change 
rapidly in our mobile society. When this happens, we do our utmost 
to save the situation. But rather than carry a loss property for a pro¬ 
longed period, we feel it is in the best interest of our stockholders to 
transfer the operation or close it entirely. 

COMPUTERS BECOMING MORE IMPORTANT 

We currently have four computers, and a fifth will be installed 
this fall. These machines have cut our accounting time to a fraction 
of the former time and have enabled the Dallas and New York 
offices to improve their service to our stores. In addition, we are 
going more into "management by exception" with these computers. 
If some phase of a store's operation strays from the norm, we can 
spot it immediately and give it our attention. This saves a great deal 
of management time in checking reports. 

MANUFACTURING CAPABILITY INCREASED 

One of the most significant developments of the year was the 
increase in our jewelry manufacturing operations both in the United 
States and abroad. Last September, we opened a diamond cutting 
plant in Puerto Rico, only to see our needs rapidly outpace our 
capacity. This summer we will move to a larger building, which will 
house not only an expanded manufacturing facility but also a Zale 
retail store. 

The corporation is also negotiating for a factory in Israel suit¬ 
able for our own diamond cutting operations there. 

The New York Operations Division has made jewelry on a 
limited basis for many years. With the acquisition of a jewelry man¬ 
ufacturing firm this past January, the division will be able to pro¬ 
duce more of our own merchandise. 

EMPLOYMENT AT ALL-TIME HIGH 

One of the greatest strengths of the corporation since its incep¬ 
tion 43 years ago is the excellent quality and dedication of our em¬ 
ployees. A major benefit accruing to Zale Corporation in the merger 
with Levine's was the addition of approximately 2,500 valued em¬ 
ployees to our family. As a result, total employment of the corpora¬ 
tion at the close of the fiscal year was almost 8,700 persons, many of 
whom have been with us their entire working lives. 

A very important reason for this loyalty is the fact that it has 
always been a cornerstone of management's policy to offer every 
employee an opportunity to improve his or her skills and to seek 
advancement. We have done this through a wide variety of training 
programs at all levels from home study courses through formal, 
accredited classwork in universities and colleges. These courses have 
proven so popular that we will double our training budget in 1967-68. 

Central to this program is our management training school con¬ 
ducted in a special classroom at the Dallas Headquarters. Several 
times a year, jewelry store personnel who have shown promise as 
prospective managers are brought into Dallas for intensive training 


in all phases of store management. During fiscal 1967, there was an 
approximate 35 per cent increase in enrollment in the school. As a 
result, we have a reservoir of qualified persons awaiting assignment 
as store managers. We are increasing the enrollment this year to 
keep pace with our expansion program. 

Both the Skillern and Levine divisions offer manager schools 
patterned after that of the jewelry divisions. 

In addition, home study courses covering many aspects of busi¬ 
ness are offered to any employee desiring them. At the end of fiscal 
1967, there were 362 persons involved in this program. Another 153 
were taking evening school under the auspices of the corporation. 
Countless others are taking on-the-job training. The corporation also 
offers tuition aid to qualified employees taking work-related college 
courses. 

CONTRIBUTION TO PROFIT SHARING RISES 

Further employee incentive is provided by our employees benefit 
program, which we believe is one of the most liberal in the retail 
industry. Of special importance is our Profit-Sharing Plan. Employ¬ 
ees become eligible to participate in the contribution from Zale 
Corporation profits after one year of continuous service, dating from 
April 1. The corporation endeavors to contribute up to 10 per cent 
of its earnings before taxes each year. The contribution in fiscal 1967 
was a record $2,081,784. 

NEW DIRECTORS ELECTED 

As a result of the Levine merger, William Levine, chairman of 
the executive committee of the Levine Department Store Division, 
and Morris Levine, president of the division, were elected to the 
Board of Directors, increasing its number to 14. Management wishes 
to thank the directors, shareholders, and employees for their valued 
counsel and help in making this the most successful year in the 
corporation's history. 


Sincerely, 



President 
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ZALE STORE DIVISION 



Left to right: Lew D. Zale, Marvin Rubin, A1 Gartner. 



Highlighted by the most successful Christ¬ 
mas season in the company's history, fiscal 
1967 was a record year for the Zale Store 
Division. 

As might be expected during a year in 
which we opened 36 new stores, sales volume 
rose well above the level of the previous year. 
More important, perhaps, is the fact that our 
growth came largely from stores already in 
operation, with sales volume up considerably 
on a store-for-store basis. The division's prof¬ 
its showed a commensurate increase. 

The continued strength of Zale Corpora¬ 
tion's largest division stems from many 
factors. Of primary importance is our ability 
to staff every store with a well trained, con¬ 
scientious, profit-motivated management 
team. We furnish these teams with the finest 
merchandise available from all over the world. 
We support their sales efforts through an ad¬ 
vertising program that exceeded $4 million in 
fiscal 1967, utilizing all media. 

We are in the process of centralizing our 
direct mail list for greater efficiency. Several 
times a year, promotional material is sent to 
approximately 1,500,000 customers. 

We also provide modern, well designed 
stores in which to display and sell this mer¬ 
chandise. During the past year, we completely 
refixtured and updated 16 stores. We gained 
more efficient use of space by redesigning 
many fixtures and incorporating new concepts 
of merchandise display. More space is being 
allotted to diamonds and watches, which con¬ 
tinue to be our largest volume departments. 

Both the Dallas and New York offices are 
providing more services, giving store man¬ 
agers additional time to concentrate on selling. 

Zale Store Division operated an all-time 
record of 356 units in 35 states at the close 
of fiscal 1967, including our first two stores 
in Hawaii. Another year of expansion lies 
ahead, with 43 stores already scheduled to 
open by the end of fiscal 1968, including our 
first Zale units in Alaska and Puerto Rico. 


DIVISION OFFICERS 

A1 Gartner, President 

Marvin Rubin, Executive Vice President 

Lew D. Zale, Vice President 

Burley Bullock, Vice President-Regional Supervisor 
Harry Landesman, Vice President-Regional Supervisor 
Robert Mothner, Vice President-Regional Supervisor 
Bernard Shipper, Vice President-Regional Supervisor 
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FINE JEWELERS GUILD DIVISION 



Left to right: Willis Cowlishaw, Leo Fields. 



Fiscal 1967 was a year of progress for the 
Fine Jewelers Guild Division. 

We opened 12 new stores, bringing our 
total to 70 units as of March 31. This includes 
the initial entry into the Alaskan market, not 
only for our division but also for the corpora¬ 
tion. We acquired J. Vic Brown Jewelers of 
Anchorage, the oldest jewelry firm in the 
state. 

It is noteworthy that we opened three 
Slavick stores in Southern California within 
a period of 2 months. This is the first time 
that we have opened so many branch opera¬ 
tions in a single market area in such a short 
time. 

We have had considerable success in 
branch operations of Guild stores outside of 
their primary marketing areas, thus taking 
advantage of the excellent widespread reputa¬ 
tions they enjoy. We are considering several 
such moves during the coming year. 

In the field of marketing, the Fine Jewelers 
Guild Division's advertising budget for fiscal 
1967 reached a record high of $1 million. An 
increasingly large portion of the merchandise 
featured is of our own design and manu¬ 
facture. 

Our division's sales gained appreciably 
over last year's, despite some uncertainty in 
the economic outlook leading up to the Christ¬ 
mas season. The main effect of this was a 
decline in the sales of the more expensive 
goods, but this was completely offset by an 
increase in volume for lower-priced items. 

The year ahead will witness further gains 
as we increase our penetration of current 
markets and seek new ones. We have sched¬ 
uled 12 new stores to open within the next 12 
to 18 months. In addition, several downtown 
units will be remodeled. 

Much of the success of the Fine Jewelers 
Guild Division is attributable to the dedica¬ 
tion of our employees, many of whom have 
served their stores all their lives. They have 
an intimate knowledge of fine jewelry and 
their customers' requirements. 

DIVISION OFFICERS 
Leo Fields, President 

Willis Cowlishaw, Executive Vice President 
Nelda Shannon, Controller 
Leon Davis, Vice President-Supervisor 
Gabe Hausmann, Vice President-Supervisor 
George Shelton, Vice President-Supervisor 
Sanford Wolfson, Vice President-Supervisor 
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LEASED JEWELRY DEPARTMENT DIVISION 



Sherman Markman. 


There is no greater evidence of the increas¬ 
ingly important role of the leased department 
operator in the department and discount store 
field than in the performance last year of 
Zale's Leased Jewelry Department Division. 

During fiscal 1967, we opened 23 depart¬ 
ments, many in major markets where we had 
no prior representation. Equally as important 
as opening new departments is our flexibility 
to vacate departments which prove to be un¬ 
profitable, and we did close some last year. 
As a net result, the division had 86 depart¬ 
ments in operation on March 31, an all-time 
high. Furthermore, we plan to open 30 more 
units this year. 

Continuing the rapid growth which has 
characterized this division since its inception 
in 1962, total sales volume increased tre¬ 
mendously and profits rose substantially over 
the previous year. The trend was similar on a 
store-for-store basis. 

There are several key elements contribut¬ 
ing to this growth. First, we have great flexi¬ 
bility in the types of operations which we can 
undertake. With the resources of Zale Cor¬ 
poration, which encompasses virtually the en¬ 
tire spectrum of the jewelry market, we blend 
into any type of store. 

Second, our capital investment is relatively 
small, and if the reputation of the landlord 
in the community and customer traffic are 
favorable, we operate at a profitable level. 

Third, we are associated with some of the 
most successful promotional chains in the 
nation as well as many fine independent 
stores. 

Fourth, our managers are young, energetic, 
and well trained. The average age is 30 years. 
We promote from within, offering strong in¬ 
centives to these young men. 

The coming year promises to be even more 
challenging than the past, and it will give us 
greater opportunity to sharpen our operations 
for even better efficiency and profitability. 



DIVISION OFFICERS 

Sherman Markman, President 
Jack Tassi, Vice President 
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SKILLERN DRUG STORE DIVISION 



Left to right: Leo Kane, John Davidson, Sol Hirsch. 


When the Skillern drug store chain was ac¬ 
quired in July, 1965, the management of Zale 
Corporation estimated that it would be 18 to 
24 months before its profit would show a sub¬ 
stantial improvement. 

The Skillern Drug Store Division met this 
time-table during fiscal 1967 with both sales 
and profitability substantially above the levels 
of the previous year. 

This was accomplished partly by closing 
three unprofitable stores. However, three new 
stores were opened during the year, leaving 
the total number of units in operation at 45 
on March 31. 

Five stores were completely remodeled, 
helping to increase sales and profits. Plans are 
underway to renovate six more by December 
31. We also completed our central warehouse 
marking system, thus giving our store per¬ 
sonnel more time for customer service. We 
are concentrating on reducing overhead costs 
in all of our stores. This has been accom¬ 
plished in four of our larger units by remodel¬ 
ing and leasing part of the space to other 
active merchants. 

In addition, our product mix is being 
studied to determine the most profitable bal¬ 
ance between high-volume, low markup and 
low-volume, higher markup items so that 
necessary adjustments may be made. 

Leased beverage departments in seven 
stores have been in operation for about a 
year, and they have proven successful. We 
have recently added two more leased beverage 
departments, and we anticipate others in the 
near future. 

Before the end of 1967, we have scheduled 
to open at least nine new stores. Two will 
feature a new buffeteria food service with a 
broader menu than found in stores with foun¬ 
tain-type service. Also we are studying the 
economics and are experimenting with cus¬ 
tomer acceptance of self-service in another 
store. 



DIVISION OFFICERS 

Sol Hirsch, President 
Leo Kane, Vice President 
John Davidson, Vice President 
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LEVINE DEPARTMENT STORE DIVISION 



Left to right: William Levine, Harry Lipshy, Morris Levine. 



A lthough a member of the Zale Corporation 
for only one quarter of the past fiscal year, 
the Levine Department Store Division is ex¬ 
periencing many of the changes that were 
forecast at the time of the merger. 

Credit is being offered at 61 locations, com¬ 
pared with only 29 a year ago. We hope to 
extend this policy to all of our units by the 
end of this fiscal year. 

We are advertising in national publications 
for the first time, and we anticipate an in¬ 
creased budget this year. 

The quality of much of our merchandise 
has been upgraded. However, we are contin¬ 
uing to carry many inexpensive items, giving 
our customers a wider choice of price and 
quality than ever before. 

For the first time, we are buying direct 
from manufacturers in the Orient, utilizing 
facilities and sources of supply previously 
developed by other divisions of the corpora¬ 
tion as well as establishing this division's own 
network of suppliers. We plan to extend this 
practice to European markets. 

We have put into operation stores which 
differ significantly from the traditional Le¬ 
vine's store, such as a new shoe specialty 
shop in Dallas and a better quality depart¬ 
ment store in Denton, Texas. While these are 
in the nature of pilot operations, they could 
well be the forerunners of similar ventures to 
expand our markets. 

Another recent innovation for Levine was 
our move into the leased department field 
with soft goods in three Houston locations. 
We feel that this type of operation offers an 
excellent opportunity for further growth. 

On March 31, the Levine Division had 117 
units, a net gain of seven during the year. We 
see no slowdown in our growth rate, since 
six stores already are scheduled for opening 
by next March 31. We are looking for desir¬ 
able opportunities for expanding outside of 
the seven states in which we operate now. 


DIVISION OFFICERS 

William Levine, Chairman, Executive Committee- 
Chief Executive Officer 
Morris Levine, President 

Harry Lipshy, Vice Chairman, Executive Committee 

Sidney Weiss, Executive Vice President 

Louis Gold, Senior Vice President 

Lee Berg, Vice President 

Bert Bernstein, Vice President 

Cecil Burrows, Vice President 

Charles S. Cristol, Vice President 

W. G. Proctor, Vice President 

David Shoss, Vice President 


9 










NEW YORK OPERATIONS DIVISION 



Left to right: Marvin Zale, Irmin Finkelthal. 



The New York Operations Division has taken 
several major steps to assure Zale's jewelry 
customers of the most exacting standards of 
quality and value. 

In January, we acquired a jewelry manu¬ 
facturer with facilities in New York and 
Puerto Rico, where we will make a limited 
amount of our own rings and fine jewelry. 

Quality control was further enhanced by 
combining the inspection functions of the 
various departments into a central quality 
control department. Each piece of jewelry 
coming into this office is carefully checked 
before it is accepted. 

We also improved inventory control 
through installation of a new IBM 360, Model 
30 computer. Our buyers are now provided 
with a positive 30-day forecast and a 60-day 
estimate of requirements. We have main¬ 
tained inventories at previous levels despite 
a 12 to 15 per cent increase in volume of 
business, resulting in rapid turnover of mer¬ 
chandise. 

The colored gem department organized a 
year ago is showing excellent progress. 
Colored-stone jewelry has become a fashion 
item, and the affluent American consumer has 
shown a tendency to buy genuine stones 
rather than synthetics. We have buyers in the 
Far East and other important markets to as¬ 
sure us of a continuing supply of these qual¬ 
ity stones. 

Despite a significant growth, employment 
in our division has increased only 7 per cent. 
Not only have we automated operations 
where possible, but we also are attracting 
people with a greater degree of skill and 
efficiency. 

In July, we will consolidate all jewelry and 
watch packaging, processing, and warehous¬ 
ing in a new 13,500 square foot facility near 
our New York office. This will place these 
functions closer to their markets and manu¬ 
facturers and permit us to expand our head¬ 
quarters office space. 


DIVISION OFFICERS 

Marvin Zale, President 
Irmin Finkelthal, Vice President 
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ZALE INTERNATIONAL DIAMOND DIVISION 



Left to right: Jack Reigot, Allen Ginsberg. 


When retail jewelry business increases and 
manufacturing takes on new importance, it is 
axiomatic that the Zale International Dia¬ 
mond Division's activities also must increase. 

We continue to obtain the bulk of our 
rough diamonds from the world's largest sup¬ 
plier. However, to meet the growing customer 
demands for all sizes, shapes, and qualities 
of diamonds, we have enlarged our overseas 
purchasing organization and have increased 
our visits to all major diamond markets of the 
world. 

We have already outgrown the production 
capabilities of our diamond-cutting plant 
established in Puerto Rico last September. 
The corporation recently signed a lease for a 
larger building, which will enable us to ex¬ 
pand our diamond cutting operations. This 
building will be shared with a new Zale store. 
Furthermore, excellent progress is being made 
in our plans for a cutting factory in Israel 
where we will fulfill much of our needs for 
diamonds of certain sizes. 

Our diamond imports from India increased 
significantly last year, and we anticipate 
further gains this year. India is becoming 
more important in our over-all planning be¬ 
cause of recent liberalization of export regu¬ 
lations and improvements in Indian diamond 
cutting technology. 

Diamond wholesale activities in fiscal 1967 
grew to the point where we are now among 
the prime diamond wholesalers in the United 
States. We also are selling cut diamonds in 
such world markets as Japan, Hong Kong, 
and parts of Europe. 

Within the past two years, diamond prices 
have risen noticeably following a long period 
of stability. While we have absorbed a large 
part of the increase, we have been forced 
reluctantly to pass on some of it to our cus¬ 
tomers. However, we hope that a plateau has 
been reached and that stability is returning 
to the market. 



DIVISION OFFICERS 

Allen Ginsberg, President 
Jack Reigot, Vice President 
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COMMERCIAL MARKETING DIVISION 



HARRY SUGERMAN, INC. 

In the vast military post exchange market.. 
Harry Sugerman, Inc., a wholly-owned sub¬ 
sidiary, is becoming an increasingly important 
factor. It has been approved by the Army and 
Air Force Exchange Service as an overseas 
supplier. This means that Sugerman's SUSCO 
brand insignia, accessories, and supplies will 
be sold in post exchanges throughout Europe 
as well as in South Viet Nam and the Pacific 
area. 

Plans are now underway to expand outside 
of Sugerman's traditional domestic markets 
in the southern and central states by estab¬ 
lishing distribution centers from coast to 
coast. The product line also is being expanded 
by the addition of diamond rings and fine 
jewelry. 

Employment in this subsidiary is now ap¬ 
proximately 70 persons, about double that of 
a year ago. To keep abreast of this rapid 
growth, we anticipate a significant expansion 
of the San Antonio facilities during the cur¬ 
rent fiscal year. 



SOUTHLAND DISTRIBUTORS, INC. 

Southland Distributors, Inc., a wholly- 
owned toy distributor serving southwestern 
markets, continues to be a profitable opera¬ 
tion for Zale Corporation. 

During the past year, greater emphasis has 
been placed on customer service, merchandis¬ 
ing, and cooperative advertising with major 
suppliers. As a result, there has been a signifi¬ 
cant increase in sales volume, the average size 
of orders, and in repeat business. 

Premium and incentive merchandise sales, 
formerly handled by Texoma Wholesale 
Jewelers Division, have advanced to the point 
where a separate Premium Sales Division has 
been established in the corporation's Dallas 
headquarters to further develop this business. 
Texoma Wholesale, whose merchandise now 
consists primarily of small appliances and 
housewares, has been relocated in the South¬ 
land Distributors' facilities. 
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ZALE CORPORATION AND SUBSIDIARIES 


CONSOLIDATED EARNINGS 
REVENUES: 

Net sales ... 

Other revenues . 

COSTS AND EXPENSES: 

Cost of goods sold (including buying and occupancy expenses) 
Administrative, publicity and selling expenses (less service 

charges on customers' installment accounts). 

Interest expense . 

Contribution to employees' profit-sharing plan. 

EARNINGS BEFORE FEDERAL INCOME TAXES. 

FEDERAL INCOME TAXES (Note 2). 

NET EARNINGS . 


CONSOLIDATED ADDITIONAL PAID-IN CAPITAL 

Balance at beginning of year. 

Excess of amounts received over par value on common stock sold — 51,995 

shares for 1967 and 86,687 shares for 1966. 

Transferred from retained earnings relative to stock 

dividend on Class B common stock. 

Excess of market value over par value of common stock issued in the 

acquisition of a subsidiary — 36,600 shares. 

Conversion of preferred stock into common stock. 

Transferred to capital stock in connection with three-for-two stock split, 

including cash paid for fractional shares. 

Balance at end of year. 

CONSOLIDATED RETAINED EARNINGS 

Balance at beginning of year. 

Net earnings for the year. 

Dividends: 

Cash dividends declared: 

Preferred stock — $.50 a share. 

Common stock — $.68 and $.54 a share. 

Levine's, prior to merger. 

Stock dividend on Class B common stock — 76,950 shares of 

Class B common stock for 1967 and 54,006 shares for 1966: 
Transferred to capital stock and additional paid-in capital, 
plus cash payments for fractional shares. 

Balance at end of year (Note 3). 

See notes to Financial statements. 


1967 

1966 

Year ended 

March 31 

$209,591,112 

$177,709,359 

1,009,316 

718,222 

$210,600,428 

$178,427,581 

$145,543,065 

$124,380,467 

41,679,439 

35,537,799 

1,484,040 

966,921 

2,081,784 

1,681,212 

$190,788,328 

$162,566,399 

$ 19,812,100 

$ 15,861,182 

8,130,000 

6,302,002 

$ 11,682,100 

$ 9,559,180 

$ 6,925,756 

$ 6,584,593 

943,588 

955,592 

1,500,525 

1,188,132 

722,850 

_ 

675 

— 

$ 10,093,394 

$ 8,728,317 

— 

1,802,561 

$ 10,093,394 

$ 6,925,756 

$ 43,110,160 

$ 36,755,083 

11,682,100 

9,559,180 

$ 54,792,260 

$ 46,314,263 

$ 99,257 

$ 

2,113,042 

1,576,721 

272,973 

382,874 

$ 2,485,272 

$ 1,959,595 

1,579,661 

1,244,508 

$ 4,064,933 

$ 3,204,103 

$ 50,727,327 

$ 43,110,160 
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ZALE CORPORATION AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 


ASSETS 

CURRENT ASSETS: 

Cash and U S. Government securities. 

1967 

March 31 

$ 4,007,159 

$ 29,874,770 

2,032,405 

$ 31,907,175 

1966 

March 31 

$ 5,332,740 

$ 27,086,397 

814,206 

$ 27,900,603 

Receivables: 

Customers 7 installment accounts 

(substantially all due within one year). 

Other . 


Less allowances for losses on collection and for unearned carrying charges. 

3,030,057 

2,923,874 


$ 28,877,118 

$ 24,976,729 

Merchandise inventories, on the basis of cost (first-in, first-out) 



or market, whichever is lower. 

76,571,048 

62,408,012 

Prepaid expenses . 

302,589 

189,375 


TOTAL CURRENT ASSETS. 

$109,757,914 

$ 92,906,856 

INVESTMENTS, principally at cost (Note 1). 

3,179,188 

2,170,494 

PROPERTY AND EQUIPMENT — AT COST: 



Land . 

$ 307,420 

9,826,962 

$ 307,420 

7,887,877 

Buildings and leasehold improvements. 

Fixtures and equipment . 

9,824,377 

8,124,281 

Construction in progress . 

471,943 

973,872 


$ 20,430,702 

$ 17,293,450 

Less accumulated amortization and depreciation. 

8,528,265 

6,828,288 


$ 11,902,437 

$ 10,465,162 


$124,839,539 

$105,542,512 

See notes to financial statements. 
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LIABILITIES AND STOCKHOLDERS' INVESTMENT 


1967 

March 31 


CURRENT LIABILITIES: 

Notes payable — Commercial paper . 

Accounts payable and accrued expenses. 

Taxes, other than federal income. 

Dividend payable . 

Federal income taxes (Note 2): 

Current . 

Deferred . 

Current portion of long-term debt. 

TOTAL CURRENT LIABILITIES 


$ 8,000,000 
15,852,242 
1,729,437 
628,529 

6,152,761 
5,694,997 
1,350,000 
$ 39,407,966 


LONG-TERM DEBT (Note 3) — SVa% 

Promissory Notes Due January 31, 1978 


$ 13,650,000 


STOCKHOLDERS' INVESTMENT: 


Capital stock (Note 5): 

Preferred, par value $25.00 a share: 

Authorized, 200,000 shares 

Issued and outstanding, 198,500 shares for 1967 and 198,528 for 1966. 
Common stock, par value $1.00 a share (Note 4): 

Authorized, 9,000,000 shares 

Issued and outstanding, 3,406,366 shares for 1967 and 3,317,606 

shares for 1966 . 

Class B common stock, par value $1.00 a share: 

Authorized, 4,000,000 shares 

Issued and outstanding, 2,619,694 shares for 1967 and 2,542,884 

shares for 1966 . 

Additional paid-in capital . 

Retained earnings (Note 3). 


$ 4,962,500 


3,406,366 


2,619,694 
10,093,394 
50,727,327 
$ 71,809,281 


Less 1,100 shares of common stock in treasury, at cost 


27,708 
$ 71,781,573 


CONTINGENT LIABILITIES AND COMMITMENTS (Note 7) 


$124,839,539 


See notes to financial statements. 


1966 

March 31 


$ 5,000,000 

15,363,512 
1,790,408 
521,166 

4,981,944 

5,025,876 


$ 32,682,906 


$ 12,000,000 


$ 4,963,200 


3,317,606 


2,542,884 
6,925,756 
43,110,160 
$ 60,859,606 


$ 60,859,606 


$105,542,512 
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ZALE CORPORATION AND SUBSIDIARIES 
SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED MARCH 31, 1967 


SOURCE OF FUNDS: 

Net income for year.$11,682,100 

Depreciation . 2,238,307 

Increase in long-term debt. 1,650,000 

Other . 1,725,139 


$17,295,546 


APPLICATION OF FUNDS: 

Dividends .$ 2,485,272 

Property and equipment . % . 3,675,582 

Increase in working capital. 10,125,998 

Investments . 1,008,694 


$17,295,546 


TOUCHE. ROSS, BAILEY & SMART 


DALLAS FEDERAL SAVINGS BUILDING 
DALLAS, TEXAS 75201 


Board of Directors and Stockholders, 

Zale Corporation, 

Dallas, Texas. 

We have examined the accompanying consolidated balance 
sheet of Zale Corporation and subsidiaries as of March 31* 1967* 
and the related statements of earnings, retained earnings, addi¬ 
tional paid-in capital and source and application of funds for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing pro¬ 
cedures as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Zale Corpora¬ 
tion and subsidiaries at March 31* 1967* and the consolidated 
results of their operations and the source and application of funds 
for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of 
the preceding year. 


May 9, 1967. 
Dallas, Texas. 


Certified Public Accountants. 
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ZALE CORPORATION AND SUBSIDIARIES NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED MARCH 31, 1967 

1. PRINCIPLES OF CONSOLIDATION: 

The consolidated financial statements include the accounts of 
the Corporation and all wholly-owned subsidiaries, except that 
with respect to Zale Life Insurance Company, the net assets are 
included under investments in the balance sheet and the net earn¬ 
ings are included in other revenues in the statement of earnings. 

Operations of subsidiaries purchased have been included in 
the consolidated statements of earnings from the respective dates 
of acquisition. 

Financial statements for 1966 and 1967 shown herein include 
the assets, liabilities and operations of Levine's, Inc. and subsid¬ 
iaries, which were acquired in 1967 in a pooling of interests. 

2. FEDERAL TAXES ON INCOME: 

Gross margin on installment sales is taken into income at the 
time sales are made, that is, on the accrual basis. Provision is 
made in the accounts for federal income taxes on such gross mar¬ 
gin, including that portion deferred for federal income tax pur¬ 
poses until collections are made. 

The provision for federal income taxes has been reduced for 
the investment credit allowable. 

3. LONG-TERM DEBT: 

The 5'A% Promissory Notes Due January 31, 1978 are payable 
$675,000 (plus interest) semi-annually commencing July 31, 1967. 
Among the requirements of the loan agreement are restrictions 
relative to the payment of cash dividends, limitations on debt, 
guarantees on loans and, the maintenance of consolidated net 
assets at not less than $40,000,000. At March 31, 1967, $12,738,860 
of retained earnings were free from the restrictions of the 
agreement. 

4. STOCK OPTION AND PURCHASE PLANS: 

On July 18, 1966, the stockholders authorized an additional 
100,000 shares of the Company's common stock for issuance 
under the employee stock option plan and an additional 60,000 
shares for the employee stock purchase plan. 

Changes during the year applicable to the Company's stock 
option plans were as follows: 


Number of common shares 



Reserved 

Granted 

Available 

Balance, April 1, 1966 

175,450 

173,700 

1,750 

Additional authorized 

100,000 


100,000 

Granted 


35,325 

( 35,325) 

Forfeited 


( 7,500) 

7,500 

Issued 

( 14,900) 

( 14,900) 


Balance, March 31, 1967 

260,550 

186,625 

73,925 

Options exercisable at 




March 31, 1967 


11,600 


Options outstanding 

as of March 31, 1967 were 

granted at 


prices ranging from $7.65 to $24.37 representing 85% to 100% of 
market value at dates of grant. Options may be exercised at any 
time after 3 years from date of grant, but not more than 10 years 
after such date. 


At March 31, 1967, 40,874 shares were reserved under stock 
purchase plans for sale to general employees. Purchase agree¬ 
ments covering 39,000 of these shares were outstanding at prices 
ranging from $14.25 to $16.31 a share representing 75% of market 
value at dates of agreement. During the year 37,095 shares were 
purchased under the Plan at the aggregate price of $647,365. 

5. CAPITAL STOCK: 

Preferred, cumulative convertible — The preferred stock is 
entitled to annual dividends of $1.00 a share and, in liquidation, 
to receive $25.00 a share (plus unpaid dividends) prior to distri¬ 
butions to other classes of stock. Each share is convertible into 
.9091 shares (subject to adjustment under certain conditions) of 
common stock at the option of the holder. The stock may be 
called for redemption by the Company after January 15, 1972, at 
$25.00 a share plus unpaid dividends. 

Class B common stock — Shares are convertible into common 
stock on a share-for-share basis and conversion of all such shares 
may be compelled by the Board of Directors at any time. 

Holders of common stock and Class B common stock are 
entitled to dividends as declared by the Board of Directors. Divi¬ 
dends may be declared on the common stock with less or without 
dividends being or having been declared in that calendar year on 
the Class B common stock, but not vice versa. The value of any 
dividend or dividends declared in any calendar year on Class B 
common stock (whether in cash or Class B common stock or both) 
shall never exceed, but may be less than, the value of the divi¬ 
dend or dividends declared on each share of common stock in 
that same calendar year. The value of any stock dividend shall 
be the fair value of the dividend shares as determined by the 
Board of Directors; and for the purpose of such determination, 
the value of Class B common stock shall be deemed equal to the 
value of the common stock. 

6. DEPRECIATION AND AMORTIZATION: 

Charges to expense for depreciation and amortization were 
$2,238,307 for the year ended March 31, 1967 and $1,768,712 for 
the preceding year. 

7. CONTINGENT LIABILITIES AND COMMITMENTS: 

Long-term leases: 

At March 31, 1967, the Company and its subsidiaries were 
lessees under leases having minimum annual rentals 
totaling approximately $5,757,000 plus, in some cases, 
increased amounts based on percentages of sales, and in 
certain instances, real estate taxes which are included as 
taxes in the accompanying statements. Of these leases, 
94% terminate within ten years and 59% within five 
years. 

Substantially all leases terminate within fifteen years. 
No individual lease is deemed significant in relation to 
the enterprise as a whole, the highest annual rental 
being $120,000. 

Property rentals for the year ended March 31, 1967 were 
approximately $7,674,000. 
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ZALE CORPORATION AND SUBSIDIARIES 
10 YEAR SUMMARY OF PROGRESS 1958-1967 


RESULTS FOR YEARS ENDED MARCH 31* 


Net sales. 

Net income before federal income taxes. 

Income taxes . 

Net income. 

Cash dividends on preferred stock. 

Net earnings applicable to common stock. 

Net income per share of common stock. 

Net earnings as per cent of net sales. 

Cash dividends per share of common stock. 

Total cash dividends paid on common stock. . 

Common shares outstanding**. 

Current ratio . 

Working capital. 

Stockholders' equity . 

Stockholders' equity per share of common stock.... 
Per cent return on stockholders' equity for prior year 

Capital expenditures . 

Property, plant, and equipment — net. 

Number of stores. 

Number of employees. 

Contribution to profit sharing fund. 

Number of common stockholders. 



1967 


1966 


1965 

$209,591,112 

$177,709,359 

$135,111,029 

$ 

19,812,100 

$ 

15,861,182 

$ 

11,167,979 

$ 

8,130,000 

$ 

6,302,002 

$ 

4,072,403 

$ 

11,682,100 

$ 

9,559,180 

' $ 

7,095,576 

$ 

198,500 

$ 

198,528 

j $ 

198,528 

$ 

11,483,600 

$ 

9,360,652 

1 $ 

6,897,048 

$ 

1.91 

$ 

1.58 

$ 

1.18 


5.57 


5.38 


5.25 

$ 

.68 

$ 

.54 

i $ 

.48 

$ 

2,386,015 

$ 

1,959,595 

j $ 

1,662,915 

flEfr’ 

6,026,060 


5,937;440 


5,850,754 


2.8 


2.9 


2.5 

$ 

70,349,948 

$ 

60,223,950 

$ 

45,161,198 

$ 

71,781,573 

$ 

60,859,606 

$ 

52,234,528 

$ 

11.09 

$ 

9.41 

$ 

8.08 


19.2 


18.3 


15.5 

$ 

3,873,671 

$ 

4,659,432 

: $ 

2,461,223 

$ 

11,902,437 

$ 

10,465,162 

: $ 

7,713,694 

. 

674 


604 


505 


8,674 


8,114 


6,278 

$ 

2,081,784 

$ 

1,681,212 

$ 

1,279,754 

■ 

6,248 


4,907 


3,982 


*For years prior to 1965, data represent combination of March 31 fiscal year 
for Zale Corporation and January 31 Fiscal year for the former Levine's, Inc. 

**Based upon shares outstanding at the end of each year, adjusted for subsequent stock dividends and splits. 
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1964 


$117,038,978 
$ 9,046,567 

$ 3,406,626 

$ 5,639,941 

$ 198,528 

$ 5,441,413 

$ .95 

4.82 

$ .42 

$ 1,427,529 

5,806,819 

2.4 

$ 39,597,270 
$ 45,869,504 
$ 7.04 

13.7 

$ 2,360,453 

$ 6,660,385 

440 
5,572 
$ 970,194 

3,587 


1963 


$107,224,850 
$ 7,924,017 

$ 3,123,532 

$ 4,800,485 

$ 198,528 

$ 4,601,957 

$ .81 
4.48 

$ .40 

$ 1,371,552 

5,763,763 
2.3 

$ 35,977,255 
$ 41,096,050 
$ 6.27 

12.8 

$ 2,485,971 

$ 5,567,286 

379 
5,064 
$ 907,251 

2,576 


1962 


$93,661,911 
$ 7,279,128 
$ 2,981,488 
$ 4,297,640 
$ 198,528 

$ 4,099,112 
$ .72 

4.59 
$ .33 

$ 1,104,923 

5,749,363 
2.3 

$33,410,806 
$37,542,682 
$ 5.67 

12.7 

$ 1,482,751 
$ 4,118,621 
299 
4,500 
$ 800,242 

2,340 


1961 


$83,782,760 
$ 6,230,706 
$ 2,722,009 
$ 3,508,697 
$ 198,528 

$ 3,310,169 
$ .58 

4.19 
$ .33 

$ 1,074,023 
5,699,077 

2.5 

$30,317,832 
$33,757,876 
$ 5.05 

11.3 

$ 998,577 

$ 3,433,158 
266 
3,975 
$ 609,640 

2,251 


1960 


$80,388,012 
$ 7,204,916 
$ 3,387,899 
$ 3,817,017 
$ 198,528 

$ 3,618,489 
$ .64 

4.75 
$ .33 

$ 1,005,740 

5,685,401 

2.5 

$27,947,739 
$31,175,151 
$ 4.61 

13.8 

$ 1,001,931 
$ 3,218,875 
214 
3,775 
$ 679,485 

2,083 


1959 


$66,612,861 
$ 5,841,972 
$ 2,671,657 
$ 3,170,315 
$ 198,528 

$ 2,971,787 
$ .52 

4.76 
$ .33 

$ 885,496 

5,672,001 

3.6 

$24,873,847 
$27,685,358 
$ 4.01 

12.6 

$ 850,870 

$ 2,808,035 
178 
3,400 
$ 591,282 

1,682 


1958 


$58,016,575 
$ 5,138,977 
$ 2,373,554 
$ 2,765,423 
$ 198,528 

$ 2,566,895 
$ .46 

4.77 

$ .28 
$ 698,678 

5,624,837 
4.1 

$22,741,747 
$25,118,959 
$ 3.58 

12.8 

$ 872,515 

$ 2,389,294 
128 
3,100 
$ 560,655 

1,539 
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BOARD OF DIRECTORS 


Morris B. Zale 
Ben A. Lipshy 
James W. Aston 
Sam R. Bloom 
Jacob Feldman 
Leo Fields 
A1 Gartner 
M. E. Gimp 
Dean P. Guerin 
Morris Levine 
William Levine 

Harold Miner 
Lew D. Zale 
William Zale 


Chairman 

President 

Chairman, Republic National Bank of Dallas 
Chairman, Bloom Advertising Agency, Inc. 
President, Commercial Metals Company 
President, Fine Jewelers Guild Division 
President, Zale Store Division 
Investments 

President, Eppler, Guerin & Turner, Inc. 
President, Levine Department Store Division 
Chairman, Executive Committee , 

Levine Department Store Division 
President, C.A.R.E. 

Vice President, Zale Store Division 
Vice President 


EXECUTIVE COMMITTEE 

A1 Gartner Ben A. Lipshy Morris B. Zale 


OFFICERS 

Morris B. Zale 
Ben A. Lipshy 
Donald Zale 
S. Shearn Rovinsky 
Esir Wyll 

VICE PRESIDENTS 

John P. Dickens 
Elias Finberg, Jr. 
Sidney Lipshy 


Chairman of the Board 
President 

Executive Vice President 

Treasurer 

Secretary 


James L. Wilson 
Marvin Zale 
William Zale 


ASSISTANT VICE PRESIDENTS 

Charles Brewer Gerald Ray 

Donald Fitch James D. Williams 

Fred Greene Robert Williams 

Joseph C. Hight 

TRANSFER AGENTS — COMMON STOCK 

Manufacturers Hanover Trust Company, New York 
Republic National Bank, Dallas 

REGISTRARS — COMMON STOCK 

Chase Manhattan Bank, New York 
Republic National Bank, Dallas 

TRANSFER AGENT AND REGISTRAR — 

CLASS B COMMON STOCK AND PREFERRED STOCK 

Republic National Bank, Dallas 


GENERAL COUNSEL 

Jackson, Walker, Winstead, Cantwell and Miller, Dallas 


COMMON STOCK LISTED 

American Stock Exchange, Symbol—ZAL 

EXECUTIVE OFFICES 

512 South Akard Street, Dallas, Texas 75202 


NEW YORK OFFICES 

135 West 50th Street, New York, New York 10020 


FOREIGN OFFICES 

Antwerp, Belgium 
Bevaix, Switzerland 
Bombay, India 
Hong Kong 


London, England 
San Juan, Puerto Rico 
Tel-Aviv, Israel 
Tokyo, Japan 
























